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INDIA - KEY ECONOMIC INDICATORS 


All values in U.S.$million unless Exchange rate’/: U.S.$1.00=Rs.9.50 
otherwise indicated. Indian fiscal 
year is April 1 to March 31. 

Percent Estimated 


1980-81 1981-82 Change 1982-83 
B C 


A B/A 

INCOME PRODUCTION . EMPLOYMENT 
GNP at Current Prices($ billion) 132.23 147.70 i 152.00 
GNP at Constant(1970-71) Prices ($billion) 59.54 62.34 62.34 
Per Capita GNP,Current Prices ($) 195.03 213.44 215.00 
Industrial Production Index(1970=100) 154.00 167.28 177.00 
Agricultural Production Index 
(1967/68-69/70=100) 135.20 140.60 130.80 
Labor Force(million) 262.0 267.2 272.50 
Number of Persons Registered at 

Employment Exchanges(million) 16.2 18,3 20.50 


MONEY AND PRICES 
Money Supply with Public b/ 58.37 65.76 74.00 
Prime Lending Rate(State Bank of 

India) (percent ) 16.5 16.5 16.5 
Wholesale Price Index(1970-71=100) 257.3 280.5 292.0 
Consumer Price Index (1960=100) 401.0 451.0 478.0 


BALANCE OF PAYMENTS AND TRADE 
SDRs, and Foreign Exchange Reserves,gross 6,858 4461 
External Debt 15,690 16,740 
Annual Debt Service 1,078 1,005 
Overall Balance c/ -1,381 -3,087 
Balance of Trade -7,358 -6 ,800 
Indian Exports ,FOB 8,495 8,650 
U.S. Share d/ 1,098 1,202 
Indian Imports ,CIF 15,853 15,450 16,300 
U.S. Share d/ 1,689 1,748 1,700 


Major imports from U.S. (1981): machinery and transport equipment, 521; chemicals & 
fertilizers 367; wheat 240. Major exports to U.S.(1981):precious and semi-precious 
stones and pearls,281; textile articles, 170; wearing apparel and accessories, 181; 
coffee and tea 70. 
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a/ Foreign trade rupee data converted into dollars at Rs. 7.89 for 1980-81, Rs. 9.00 
for 1981-82 and 9.50 for 1982-83. 
b/ Includes time deposits. 
c/ Current and Capital Accounts Balance. 
d/ Calendar year figures (1980,1981,1982). 
Sources: GOI Central Statistical Organization, Reserve Bank of India Bulletin, 
GOI Economic Survey, U.S. Department of Commerce, World Bank. 





SUMMARY 


The Indian economy, which performed very well over the past 
2 years, is expected to record practically no growth in . 
fiscal year 1982-83 (April 1-March 31). This is primarily 
due to a very poor monsoon, which caused a 7 percent drop 

in agricultural output. The foodgrain and oilseed crops 
were particularly hard hit, and in order to rebuild stocks 
and control prices, the Indian Government has resorted to 
foodgrain imports for the second year in a row. Growth in 
the industrial sector will be around 6 percent. While India 
is making excellent progress in expanding domestic oil and 
gas production, extensive power shortages and labor unrest 
continue to plague the economy. Even with the fall in agri- 
cultural output, wholesale prices should rise by only 4-5 
percent this year, which contrasts favorably with the in- 
creases of 9 percent in 1981-82 and 18 percent in 1980-81. 
The Central and State Government budget deficits will rise 
because, as a result of the poor monsoon, revenues are lower 
than anticipated, and expenditures are increasing. Initially, 
the combined deficit was estimated at $1,730 million. The 
Reserve Bank of India's credit policy remains restrictive, 
focusing on deposit mobilization and the provision of credit 
for export-oriented industries. 


India's balance of payments will continue under pressure for 
the third year in succession. The 1982-83 trade deficit 

is expected to be in the range of $6.5-7.00 billion. India's 
external accounts have been hurt by slower than expected growth 
in exports and a continuing deterioration in the terms of trade. 
In 1980-81 the U.S. had a 12.7 percent share of the Indian mar- 
ket. Total U.S. exports to India in calendar year 1981 amount- 
ed to $1,748 million. Since January the rupee has depreciated 
by about 6 percent against the dollar. 


Although foreign exchange reserves have declined, India's for- 
eign commercial policy remains liberal, with an emphasis on 
export growth and the importation of sophisticated technology. 
The Government is actively encouraging foreign firms to in- 
vest in selected industries. India continues to offer a good 
market for U.S. firms, particularly those exporting machine 
tools, food processing and packaging equipment, electronic 
equipment and computers, chemical and petrochemical equipment, 
railroad equipment, and petroleum exploration and development 
equipment. END SUMMARY. 


NOTE: This report was submitted by the American Embassy in 
New Delhi to the Department of Commerce in November 
1982. 





Overview 


India is a large and diverse country with a population in 
mid-1982 of about 700 million people. The population is 
expanding at a rate of about 2 percent 2 year or by 

about 15 million persons a year. India's economy is domi- 
nated by agriculture, which employs two-thirds of the labor 
force and contributes 40 percent of GNP. Industry employs 
about 13 percent of the labor ferce and accounts for 24 per- 
cent of GNP and 60 percent of exports. Over the past 35 
years, economic growth has been Seaeenky slow, averaging 
about 3.5 percent a year. 


Since the mid-seventies, the performance of the Indian econ- 
omy has been generally quite good. From 1974 to 1979, the 
economy, fueled by rising agricultural production and relative- 
ly rapid export growth, expanded at an annual rate of 6.1 per- 
cent, well above the historical trend. In 1979-80, however, 
the economy was hit by one of the worst droughts in recent 
history; by the sharp rise in international oil prices, re- 
sulting in the trade deficit more than doubling; and by the 
emergence of strong inflationary pressures. These factors 
combined to cause an abrupt downturn in economic activity 

and GNP declined by 4.8 percent. It is to India's credit 

that the economy rebounded from these setbacks with 2 

years of solid growth: 7.5 percent in 1980-81 and about 5 
percent in 1981-82. During 1982-83, however, there will be 
practically no growth because of still another decline in 
agricultural output and a mild slump in some industries. 

GNP in 1982 prices will amount to about $152 billion. 


Agriculture 


Within the agricultural sector, the foodgrain crop, consisting 
principally of rice and wheat, is by far the most important in 
terms of monetary value, area cultivated and irrigated, and 
Significance to the economy. During the fifties and sixties, 
India was a consistent food importer. During the seventies, 
however, the "green revolution" began to take hold, particular- 
ly in the wheat and rice growing states of Punjab and Haryana, 
and overall foodgrain production expanded at an annual rate of 
2.7 percent. By 1978-79, the foodgrain crop amounted to about 
132 million metric tons (MT), 40 percent higher than average 
annual production in the late sixties; buffer stocks stood 

at 20 million MT; and India appeared to have achieved marginal 
self-sufficiency in food. 





The following year, 1979-80, as a result of the severe 
drought mentioned above, foodgrain production sank to 109.7 
million MT, and the Government was forced to draw down its 
buffer stocks to 11.9 million MT. Over the next 2 years, 
production recovered so that in 1981-82 it reached 133.1 
million MT, slightly higher than the pre-drought level of 
132 million tons. This year the monsoon was again late as 
well as erratic, causing floods in some areas and drought 
in others, the eastern states of Bihar, Orissa, and West 
Bengal being particularly hard hit. Because of the poor 
monsoon, the foodgrain crop will probably fall back to 

123 million MT, about 7.5 percent below the 1981-82 level 
and significantly less than the Government's target of 
139-141 million MT. 


In July 1982, foodgrain stocks stood at 15.5 million MT, 

well below the "safe" level of 20 million MT. This amount 
included no less than 2 million MT of rain damaged wheat. 

In order to build up its stocks and discourage speculation 

in foodgrains, in August the Government contracted to purchase 
2.5 million MT of wheat from the United States at a cost of 
about $460 million. Last year it had also purchased 2.25 
million MT from the United States and Australia, the first 


import since 1977. Unless foodgrain ae increases dramat- 


ically, imports in the range of 2 million MT annually could 
continue for the next several years or at least until buffer 
stocks are once again in the range of 20 million MT. 


This year's production of other major crops such as oil- 
seeds, sugarcane, and cotton has also been affected by the 
poor monsoon and is expected to be lower than last year's 
levels as shown in the following table: 


1980-81 1981-82 1982-83(proj.) 


Foodgrains (millions of MT 129.6 133.1 123.0 
Oilseeds (millions of MT) 12.4 14.0 13.0 
Sugarcane (millions of MT) 196.5 180.0 170.0 
Cotton (millions of bales) 7.8 8.1 8.0 
Overall agric. prod. index 

(1967-68/69-70=100) 135.2 140.6 130.8 


This year's poor crop and its impact on overall economic growth 
highlight the fact that despite the very large investments and 

progress India has made in agriculture over the past 30 years, 

the sector and economy are still extremely vulnerable to the 





vagaries of the monsoon.An additional concern is that, while 
there is undoubtedly room for growth, production of foodgrains 
has not surpassed the 1978-79 level and is well behind the 
targets set out in the Sixth Plan. If the growth momentum 

in foodgrains production is to be maintained, there will have 
to be greater research efforts into new high yielding varieties 
and fresh investment in new regions. At the same time, it will 
require even more extension work with farmers to ensure that 
the fruits of the research and investment are efficiently 
utilized. 


Industry 


The industrial scene in 1982-83 presents a mixed picture of 
overall but slower growth coupled with inventory building 

and recessionary tendencies in certain industries. Industrial 
growth, which reached 8.6 percent in 1981-82, owing largely 

to improved electric power availability, will decelerate this 
year to 6 percent. Preliminary data show production during 
April-July 1982 rising by only 4.6 percent versus 11.1 percent 
for the same period last year. Major industries that showed 
increases in production during the April-July period were 
cement, 6.7 percent; nitrogenous fertilizer, 8.1 percent; 
phosphates, 16.3 percent; aluminum E.C. grade, 14.3 percent; 
copper, 45.9 percent; steel forgings, 14.3 percent; sugar 
machinery, 37.2 percent; air/gas compressors, 37.2 percent; 
machine tools, 20.4 percent; and scooters, 14.9 percent. 


Despite the overall growth, speakers for such industries as 
commercial vehicles, soda ash, and polyester fibers complained 
that demand for their production was declining, setting off a 
lively debate in the Indian press about whether the Govern- 
ment's tight credit and liberal import policies were pushing 
the economy into recession. At the outset, it should be noted 
that the above industries, while important and perhaps bell- 
wethers, account for only 2 percent of total Indian industrial 
production. In the case of commercial vehicles, the fall in 
demand is primarily due to improvements in rail transport, 
although tight money and high interest rates were also factors. 
So far the effect of lower demand for commercial vehicles has 
been only to cut into the industry's backlog of orders, and 
volume is still expected to increase by almost 6 percent. 


The situation for soda ash and polyester fibers is more serious 


because foreign imports may be taking an increasing share of the 
domestic market. Industry claims the imports are being dumped on 





the Indian economy and has called for higher duties and anti- 
dumping legislation. The Government, however, is resisting 
these claims and continues to follow a liberal import policy. 


Perhaps the most troublesome and tragic development in the 
Indian industrial sector is the continuing 10-month strike 

of Bombay's 250,000 cotton textile workers, which has severely 
affected India's ability to fulfill export commitments but 

has not impaired the supply of textiles consumed domestically. 
While there are some reports that a settlement might be imminent, 
it is still likely that several of Bombay's textile mills, which 
were in financial difficulty even before the strike, will be 
forced to close down permanently. Overall, workdays lost to 
strikes and work stoppages reached 32.7 million in 1981, up 

from about 22 million in 1980. Given the situation in the 
Bombay textile industry, this year the total is expected to be 
even higher, perhaps exceeding the 1979 peak of 43.8 million 
lost workdays. 


One outstanding growth area in the Indian economy is the petro- 
teum sector. Crude oil production in 1981-82 amounted to 16.2 
million tons, up 56 percent, and is expected to reach 20.5 
million tons this year. There are good prospects for it to in- 
crease to 30 million tons from known reserves by 1984-85. Nat- 
ural gas production is also up, increasing by 59 percent to 

3.85 billion cubic meters in 1981-82. The growth in production 
results from a concerted effort by the Government to explore 

and develop as rapidly as possible India's petroleum reserves 
(estimated in the range of 4.5 billion tons). In this connec- 
tion, Government expenditures on oil and gas exploration and 
development during the Sixth Five Year Plan were increased from 
$3.7 billion to $6 billion and foreign oil companies have been 
invited to bid for rights to a number of offshore and onshore 
tracts. So far, one exploration contract has been signed. The 
expansion in petroleum production will directly benefit India's 
balance of payments by substituting domestic product for imports. 
In 1981-82, petroleum product consumption amounted to 32.3 million 
MT, of which about 60 percent was imported at a cost of $6 billion. 
Consumption is expected to increase to 40 million tons by 1984-85. 


A continuing problem area is electric power. Although power 
generation capacity has increased from 2,300 MW in 1950 to 
33,000 MW in 1980, actual generation has not kept up with de- 
mand, and lack of power is a major constraint on economic growth. 
For example, during April-September 1982, power generation rose 


by 8 percent compared with the same period the previous year, but 


the supply-demand gap remained at about 10 percent, and power 
cuts adversely affected industrial and, to a lesser extent, 





agricultural production in such states as Bihar, West Bengal, 
Rajasthan, Gujarat, Tamil Nadu, and Karnataka. In allocating 
power, priority is accorded to agriculture, which means that 
industry has borne the brunt of adjustments to the power short- 
age. The level of investment has not been the cause of India's 
power shortages. Instead, most observers point to inadequate 
planning, persistent delays in constructing and bringing on 

line new capacity, poor quality coal, and low capacity utiliza- 
tion, which itself results from the main culprit: poor manage- 
ment. This year the Central Government is encouraging the 
states, which are responsible for the power sector, to in- 
crease the plant load factor of thermal plants from 47 percent 
in 1981-82 to 49 percent, and then to 51 percent in 1984-85. 

The Government hopes that this will be achieved through improve- 
ments in equipment and better management of thermal plants. 

Of the total generating capacity, thermal accounts for 61 percent, 
followed by hydro, 37 percent, and nuclear, 2 percent. 


Monetary and Fiscal Trends 


By adhering to a tight credit policy, India has made excellent 
progress in cutting back on inflation. Following price rises 

of 18 percent in 1979-80 and 1980-81, the rate of increase in 
the wholesale price index declined to 9 percent in 1981-82. 

This year, as of October 23, the wholesale price index stood 

at 289.6, up only 2.5 percent from last year. With agricultural 
production declining, prices will probably rise more rapidly 
during the remainder of this fiscal year, and the overall increase 
is expected to be about 4-5 percent. The consumer prices index, 
in which food and other essential commodities are weighted more 
heavily, will increase by about 6-8 percent, compared with 12.5 
percent last year. 


The Reserve Bank of India's (RBI) credit policy has by and large 
remained restrictive, although in response to complaints by in- 
dustry and trade it is now loosening the reins somewhat to stim- 
ulate bank deposits and investment in power generation, export- 
Oriented industries, and commercial vehicles. Commercial bank credit 
(excluding credit for food procurement) during April-September, 
1982, expanded by merely 2.5 percent, compared to an expansion of 
7.1 percent in the comparable period of 1981. 


The fiscal position of the Central and State Governments deter- 
iorated during April-September 1982. Revenues were down and 
expenditures up because of the decline in agricultural production 
and the deceleration in industrial growth. The Reserve Bank 





of India's (RBI) net credit to the Government rose from $1.8 
billion during April-September 1981 to $2.7 billion in the 

same period of 1982. To ease the fiscal pressure on the 

states, the Central Government converted about 84 percent of 

the outstanding states' overdrafts of $2.2 billion into 5 and 

10 year loans and adjusted the remaining amount against ad- 

vance releases of the states' share in central taxes for 1982-83. 
The Gentral Government, however, has made clear that in the fu- 
ture it will not accept overdrafts from the states. 


Planning 


The 1982-83 public sector annual plan, the third year of the 
1980-85 Sixth Five Year Plan, provides for a total government 
investment of $22.2 billion, up 15.9 percent over 1981-82. 
Approximately 55 percent of the expenditure is allocated for 
the development of energy, transport, and irrigation, compared to 
52 percent in 1981-82. Expenditures on other sectors include 
industries and minerals, 14.4 percent; agriculture and rural 
development, 13 percent; and social services, 13.5 percent. 
The 1982-83 principal targets include foodgrains, 139-141 
million MT; sugarcane, 180-185 million MT; crude oil, 20.98 
million MT; coal, 133 million MT; cement, 26 million MT; and 
aluminum, 250,000 MT. Although most of the industrial goals 
are feasible, the agricultural production targets will not be 
realized. 


Balance of Payments 


India's balance of payments has been under pressure since 1979, 
when international oil prices doubled, causing the 1980-81 trade 
deficit to increase to $7.4 billion,’compared with $3.2 billion 
the previous year. In 1981-82 the trade deficit narrowed some- 
what to $6.8 billion, based on exports of $8.65 billion and im- 
ports of $15.45 billion. Among the leading exports were engineer- 
ing goods, $1.3 billion; gems and jewelry, $910 million; cloth- 
ing, $650 million; tea, $450 million; handicrafts, $450 million; 
and leather goods, $480 million. The principal imports were 
crude and refined petroleum products, $5.8 billion; fertilizer, 
$800 million; and edible oils, $500 million. Together these 
products account for over 46 percent of imports. Other major 
imports included machinery and transport equipment, $1,800 
million, and iron and steel, $400 million. 


Over the medium term, Indian policy makers are trying to bring 
the external accounts into balance without constricting econo- 
mic growth. The essence of. their strategy is to substitute do- 
mestic production for certain imports, especially oil and gas, 
fertilizer, and edible oils, while increasing exports. In order 





to carry out this program, the Government has allowed freer 
imports of certain capital and intermediate goods, with the 

aim of allowing domestic industry to produce more efficiently 
and therefore compete more successfully. At the same time, 

it is recognized that liberalized imports will bring increased 
pressure on the balance of payments in the short term. There- 
fore, in 1981 the Government arranged with the IMF for a 3 
year, $5.8 billion Extended Fund Facility to finance the balance 
of payments during the adjustment period. India is now in the 
second year of the loan and so far has drawn $990 million. 


The export target for 1982-83 is $9.1 billion, up only 5.3 per- 
cent in dollar terms and 11 percent in terms of rupees. The 
major push is to expand sales of engineering goods to $1.47 
billion, gems and jewelry to 1.0 billion, marine products 

to $332 million, and leather and leather products to $480 
million. Given the depressed state of the world economy, it 
will be difficult to realize even these relatively modest 
goals, although overall exports may reach $9.7 billion if India 
sells its petroleum production abroad rather than use it as a 
substitute for imports. 


The import picture for 1982-83 is mixed. The poor crop may 
force the Government to import foodgrains even beyond the 2.5 
million tons already contracted for. On the other hand, as 
domestic production of petroleum production, fertilizers, 
aluminum, and iron and steel increases, imports should de- 
cline. It is too early to say how large the trade deficit 
will be, but it ought to be in the range of $6.5 - 7.0 billion. 


Trade Opportunities for American Firms 


Despite the pressure on India's balance of payments, the Indian 
Government is continuing policies designed to increase Produc- 
tivity. Rather than cut back on imports and place greater con- 
trols on the economy, as in the past, the Government has elected 
to accelerate export growth, maintain relaxed import policies, 
press for greater self-sufficiency in energy, and further de- 
regulate and decontrol the economy. Most heartening in this 
context is a slowly changing attitude towards business within 
the Government. More officials now are seeking ways to reduce 
bureaucratic roadblocks, are increasingly receptive to foreign 
business proposals, and are more alert to the needs of the pri- 
vate sector. All of these developments are enhancing busin?ss 
confidence, opening the door to American products a bit wider, 
and making the economy a more attractive place to do business. 


To take advantage of these new opportunities, the Overseas Pri- 
vate Investment Corporation, an agency of the U.S. Government, 
is sponsoring an investment mission to India in February 1983. 





According to the World Bank, the U.S., with a 12.2 percent 
market share, was the largest supplier of the Indian market 
in 1980/81. Other major suppliers were the Soviet Union, 
7.7 percent; the U.K., 6.6 percent; Iraq, 6.5 percent; and 
Japan, 5.2 percent. Total U.S. exports to India amounted 
to $1,748 million in 1981. The principal U.S. exports were 
machinery and transport equipment, $521 million; chemicals 
and fertilizers, $367 million; and wheat, $240 million. 
Since January the rupee has devalued by about 6 percent 
against the dollar. 


American exporters considering the Indian market will find 
their best opportunities during 1982-83 in the product cate- 
gories being promoted by the U.S. Foreign Commercial Service 
in the following events: 


-- December 1982 Machine Tools Trade Mission 


-- December 1982 Food Processing and Packaging Equipment 
Catalog Show 


-- January/February Electronic Equipment and Computer 
1983 Exhibition(Bombay, New Delhi, and 


Bangalore) 


-- March 1983 Chemical and Petrochemical Equipment 
Catalog Show 


*% U. S. GOVERNMENT PRINTING O:'FICE:  1983—381-007/68 





1983 U.S. 
INDUSTRIAL 
OUTLOOK 


READ 


An annual review and 
forecast for 250 industries 
with projections to 1987. 


A useful reference in planning and forecasting for your business; an aid to judging your company’s 
performance and progress, and its potential. 


The 580-page book is an inexpensive and convenient compilation of historical data ,current 
trends, near-term and long-term prospects, rates of growth, and other measures of industrial 
expansion. 


Special articles in the 1983 edition analyze the effect on certain industries of increased defense 
spending; summarize the forecasts for the manufacturing sector; and examine economic 
performance of U.S. industries for 1973 to 1981. 


MAIL THIS ORDER FORM TO: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


; Credit Card Orders Only 
Enclosed is $________ DO. check, VISA’ ae 
oO money order, or charge to my Total charges $ ____—s*ll in the boxes below. 


Deposit Account No. Credit 


TTT cardNo. LLL TIT TITITTTITT TTI) 
ggeqesspicng. Expiration Date 


0 Se ~ Month/Year eae 


Please send ____ copies of the 1983 U.S. Industrial Outlook 


at $11 per copy. S/N 003-008-00188-2 For Office Use Only 


Quantity Charges 
. Enclosed 

orate a ert To be mailed .... 

ett tt LY Subscriptions 

Company name or additional address Tine 

Street address + ebhRah didi ID Adhd dade 

City State ZIP Code 


(or Country) - 


PLEASE PRINT OR TYPE 








